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ISLATIVE IL RULES CLEARI REPORT

This rule has been reviewed by the Rules Clearinghouse. Based on that review, comments are
reported as noted below:

1. STATUTORY AUTHORITY [s. 227.15 (2) (a)]

Comment Attached YES | » NO

2. FORM, STYLE AND PLACEMENT IN ADMINISTRATIVE CODE [s. 227.15 (2} (¢)]

Comment Attached YES | » NO

3,  CONFLICT WITH OR DUPLICATION OF EXISTING RULES {s. 227.15 (2) (d)]

Comment Attached YES D NO

4. ADEQUACY OF REFERENCES TO RELATED STATUTES, RULES AND FORMS
{5.227.15 (2) (e)]

Comment Attached ~ YES | NO

5. CLARITY, GRAMMAR, PUNCTUATION AND USE OF PLAIN LANGUAGE [s: 227.15 (2) ()]

' Comment Attached YES |+ NG E

6. POTENTIAL CONFLICTS WITH, AND COMPARABILITY TO, RELATED FEDERAL
REGULATIONS {s. 227.15 (2) (g)]

Comment Attached YES NO |~

7. COMPLIANCE WITH PERMIT ACTION DEADLINE REQUIREMENTS [s. 227.15 (2) (h)]

Comment Attached YES NO |1~
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Comments

[NOTE: All citations to “Manual” in the comments below are to the

inistrative Rules cedures Manual, prepared by the Revisor of
Statutes Bureau and the Legislative Council Staff, dated September
1998.]

1 trto uthori

a. Section Treas 1.12 regulates distributions due to death, disability, or the scholarship
of a beneficiary. This section appears to be predicated upon the provisions of 26 U.S.C. s. 529
(b) (3) as found in the Internal Revenue Code. However, this provision applies to tax years
beginning on or before December 31, 2001. The provision has been removed for tax years 2002
to 2010 by PL. 107-16. Has this provision been restated in another portion of the Internal
Revenue Code? If not, is it necessary to retain s. Treas 1.127

b. Section Treas 1.02 (2) defines the term “account owner” in a manner inconsistent
with that found in the statutory definition in s. 14.64 (1) (a), Stats. The rule should use the
statutory definition and designate in a substantive provision that an account owner may select or
change the designated beneficiary or designate any person other than the designated beneficiary
to whom funds may be paid from an account.

¢. The rule avoids the rule-making process in numerous areas. For example, s. Treas
1.02 (9) provides that the maximum contribution limit will be established by the Wisconsin
College Savings Program Board (Board). Unless statutorily exempted, this is a standard that
meets the definition of the term “rule” in s. 227.01 (13), Stats., and must be promulgated as a
rule. While it may be convenient to draft a rule that allows an agency to set standards and
policies in the future without public or legislative review, such a practice does not comport with
the statutes. [See also ss, Treas 1.06 (information required for a change of account ownership),
1.08 (2) (information required to change a beneficiary), 1.09 (1) (maximum contribution limit),

M
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1.09 (3) (disclosure of financial information), 1.11 (2) (information required to request
distributions), 1.14 (account termination), and 1.16 (penalties).] Also, s. Treas 1.09 (2) that
states that minimum contribution amounts will be established from time to time by the board,
while s. 14.64 (3) (c), Stats., specifically directs the board to establish a minimum initial
contribution to a college savings account.

2. Form, Style and Placement in Administrative Code
a. Ins. Treas 1.01, the word “rule” should be replaced by the word “chapter.”

b. The numbers designating the subsection headings in s. Treas 1.02 should be in
parentheses and should not be followed by periods.

¢. Ins. Treas 1.02 (8), “educational institution” should not be capitalized.

d. In s. Treas 1.02 (11), “of funds from an account” should be inserted after
“distribution.”

e. Section Treas 1.02 (16) states that a qualified distribution may be made only pursuant
to a “distribution notice” from the account owner. However, s. Treas 1.11 (2) provides that an
account owner may request a distribution of funds by submitting a “distribution request form.”
The rule should be revised so that consistent terminology is used.

f. Ins. Treas 1.04 (2), "must” should be changed to “shall.” [Sees. 1.01 (2), Manual.]

g. In s. Treas 1.05 (intro.), the phrase “any of” should be inserted after the phrase
“account for.” . R N : _

h. In s. Treas 1.06, a subsection should be created containing the material immediately
following the title and the existing subsections should be renumbered correspondingly. This
comment also applies to s. Treas 1.09. Also, in s. Treas 1.06 (2), the word “must” should be
replaced by the word “shall.” See, also, s. Treas 1.08 (2).

i. A title should be inserted for s, Treas 1.11 (3). See s. 1.05 (1), Manual.
j. It appears that the material contained in the first sentence of s. Treas 1.11 (5} is
unnecessary since the definition of “qualified distribution” is set forth in s, Treas 1.02 (16). In

addition, the rest of the material in that subsection pertains to distribution requests and therefore
should be included in s. Treas 1.11 (2).

4. Adequacy of References to Related Statutes, Rules and Forms

a. Ins. Treas 1.04 (1), the notation “s.” should be inserted before the reference to “Treas
1.09.” [See, also, s. Treas 1.09 (2).]
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b. If s. Treas 1.11 (2) requires a new form, then the provisions of 5. 227.14 (3), Stats.,
should be met. [See, also, s. Treas 1.04 (1).]

3. Clarity, Grammar, Punctuation and Use of Plain Language

a. Notes should be added to the rule indicating where the reader can obtain information
about the minimum and maximum contribution limits (but see comment 1. ¢.) and how the
various forms which are referred to may be obtained.

b, Ii appears that s. Treas 1.05 (3) would be more clear if it were written as follows:
“The maximum contribution level for the proposed designated beneficiary has already been
met.”

¢. In order to-open an-account under s. Treas 1.04, must an applicant make an initial
contribution? If so, what is the minimum amount of the initial contribution? Is the payment of
an application fee required to open an account?

d It appeérs that s. Tfeas 1.04 (3) should spebify that the program manager has the duty
to supply the information listed.

e. Section Treas 1.04 should specify how an applicant is to be notified that an
application has been accepted and an account has been opened.

f. It appears that s. Treas 1.04 (5) should specify that the program manager shall accept
applications that meet all the requirements for opening an account under the program.

g In 8. Trcas } 06 (mtro ),in. the sentence mnncdmtely following the t;tie “his or her ..
death” should be replaced with “the death of the account owner.” '

h. In s. Treas 1.06, is there any requirement that the program manager process
designations in a certain amount of time from when they are received?

i. Section Treas 1.06 (1) should specify what must be received by the program manager
in order for a change in the ownership of an account to be effective,

j- Should s. Treas 1.08 require the program manager to obtain verification that a
proposed new beneficiary is a member of the family of the current beneficiary?

k. The last sentence of s. Treas 1.09 (3) should be rewritten to specify who shall refuse
the excess funds. Likewise, the last sentence of s. Treas 1.10 should be rewritten to specify who
must issue the reports to the account owners.

L. Ins. Treas 1.11 (1), “a” should be changed to “the.”

m. Ins. Treas 1.11 (3), “shall” should be changed to “may.” [See s. 1.01 (2), Manual.]
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n. Ins. Treas 1.12 (1), “Prior to a distribution” should be changed to “Prior to making a
distribution.” In addition, in that subsection, “the beneficiary” should be changed to “a
beneficiary.” Also, in that subsection, should “may” be changed to “shall”? If not, how will the
program manager verify that a beneficiary has died, become disabled, or received a scholarship?
Finally, it is unclear why the rule states that the program may require “either” of the following,
when par. (a) appears to require written confirmation from an appropriate authority in addition to
certification from the account owner.

o. Ins. Treas 1.12 (1) (a), it is unclear exactly what an account owner must provide to
the program manager in order to obtain a distribution due to the death or disability of, or receipt
of a scholarship by, a beneficiary. Specifically, what is meant by “certification” and “appropriate
authority”?

p. Ins. Treas 1.13, should “or for any other reason” be inserted after “expenses”?

q. Ins. Treas 1.14 (1) (a), “the” should be capitalized.

r. Ins. Treas 1.14 (1) (b), “is” should be changed to “has been.”



EDVEST ? ‘i . Phone (608) 264-7899
COLLEGE SAVINGS PROGRAM i Toli-free (888) 338-3789
Fax: (608) 266-2647

Mailing address: Jack C. V{)ight

P.O. Box 7871 E-mail: edvest{@ost.state.wi.us

Madison, W1 53707-7871 State Treasurer of Wisconsin Internet: www.EdVest.com

January 9, 2002

Wisconsin Legislators
Wisconsin Senate and Assembly
State Capitol

Madison, Wisconsin

RE: Wisconsin College Savings Program Board

Dear Legislator:

Enclosed is a copy of an emergency rule creating Chapter Treas 1 of the Wisconsin
Administrative Code relating to the “EDVEST” College Savings Program. The emergency
rule was published in the Wisconsin State Journal on Monday January 7, 2002. Certified
copies of the rule were also filed with the Revisor of Statutes and Secretary of State on
January 7, 2002. The “plain language” analysis and fiscal estimate are also enclosed.
Ifyou hay_é any qﬁg:stiqn_s, please do not hesitate to contact me at (608} 264-7886.

Sincefély,

Marty Olle
EDVEST College Savings Program Manager

Enclosures

EDVEST
=



ORDER ADOPTING EMERGENCY RULE

The Wisconsin College Savings Program Board creates Treas 1 of the Wisconsin
Administrative Code.

EXEMPTION FROM FINDING OF EMERGENCY:
(Section 15(1), 2001 Wisconsin Act 7)

This rule shall take effect upon publication in the official state newspaper pursuant to
5.227.24, Stats.

ANALYSIS PREPARED BY THE OFFICE OF THE STATE TREASURER:
Stamtury authorlty Section 14.64 (2)(e), Stats., and section 15, 2001 Wisconsin Act 7.
Statutes interpreted: s. 14.64 ef seq., Stats.

The Wisconsin College Savings Program Board establishes a rule for the operation of the
College Savings Program. The rule is designed to grant flexibility to program
participants wherever possible, while enabling the State and its private-sector partners to
administer the program in.a manner that protects the program’s financial integrity and
viability. Maintaining eligibility as a “qualified tuition program” pursuant to section 529
of the Internal Revenue Code [26 USC 529] is another primary objective. “529”
programs are eligible for a number of federal tax benefits that are attractive to families
saving for future college costs. Significant features of the rule are addressed below:

Sections Treas 1.03, 1.04 and 1.05 describe who may open an account and how to open
an account. Section Treas 1.06 discusses designating a successor owner and describes
how to change ownership of an account. Sections Treas 1.07 and 1.08 define the account
beneficiary and how to change the beneficiary on an account.

Section Treas 1.09 details how to make contributions to an account, including minimum
and maximum contribution limits, and how to “rollover” an account balance to another
section 529 program. IRS requirements relating to investment direction are also detailed.

Sections Treas 1.11, 1.12 and 1.13 describe account withdrawals, distributions and
refunds. Special circumstances are also provided for in these sections, such as the death
or disability of the beneficiary or receipt of a scholarship by a beneficiary. Section Treas
1.14 sets forth conditions under which the Board may terminate an owner’s account.
Sections Treas 1.15 and 1.16 address related fees and penalties.

Final Regulatory Flexibility Analysis: Pursuant fo 5.227.114, Stats., the rule herein is
not expected to negatively impact small business.



Office of the State Treasurer
Administrative Rules
WIsCONSIN College Savings Program

The Wisconsin Office of State Treasurer proposes an order to create Treas 1, relating to the
college savings program.

Statutory authority: s. 14.64 (2) (e), Stats., and section 15, 2001 Wisconsin Act 7.
Statutes interpreted: ss. 14.64, 16.255, and 25.17(2)(f), Stats.

Treas 1.01 Purpose and Analysis. This rule establishes the procedures, standards and
eligibility requirements for investment in accounts under the Wisconsin college savings program,
into which a participant may invest funds to be used by individual beneficiaries to pay the cost of
attendance at an institution of higher education. The Wisconsin college savings program is
established as a qualified tuition program pursuant to section 529 of the internal revenue code

[26 USC 529], and is administered by the Office of State Treasurer.

Treas 1.02 Definitions. In this chapter:

1. “Account” means a formal record of transactions maintained for a particular designated
beneﬁczary to meet quahﬁed higher eduoatxon expenses under the pro gram

2. "‘Account owner” means the person who 18 enutied to select or change the demgnated
beneficiary of an account, or designate any person other than the designated beneficiary to
whom funds may be paid from the account.

3. “Board” means the Wisconsin college savings program board.

4. *“Cash” includes checks, money orders, wire transfers, or electronic funds transfers through
payroll deduction, automatic contribution plans or similar methods, but does not include
currency.

5. “Contribution” means any payment directly allocated to an account for the benefit of a
designated beneficiary or that is used to pay late fees or administrative fees associated with
the account.

6. “Department” means the Wisconsin department of administration.

7. “Designated beneficiary” has the meaning found in section 529(e)(1) of the nternal revenue
code.

8. “Eligible Educational Institution™ has the meaning found in section 529(e)(5) of the internal
revenue code.




9. “Maximum contribution limit” is the sum total market value amount established by the board
that may be accumulated in the accounts of a designated beneficiary to meet qualified higher
education expenses.

10. “Member of the famﬂy has the meaning found in section 529(e)(2) of the internal revenue
code.

11. “Non-qualified distribution” means any distribution that is not a qualified distribution.

12. “Participation agreement” means the contract between an account owner and the board
setting forth the terms and conditions under which the account owner participates in the
program.

13. “Person” includes an individual, a trust, or a body corporate or politic.
14. “Pfoéram” means the qﬁaﬁﬁ_ed mitien program established under s.14.64, Stats.

15. “Program manager means the entity under contract with the department to serve as the
program administrator, marketing agent and investment manager of the program.

16. “Qualified distribution” means any distribution of funds, as defined in section 529 of the
internal revenue code, for qualified higher education expenses from an account pursuant to a
distribution notice from the account owner,

17. “Quéiiﬁed higher education expenses” has the meaning found in section 529(e)(3) of the
internal revenue code.

18. -“Quahﬁed tuition pregram means a savings. program to help. dcfray the cost of college
‘expenses: under section 529 of the internal revenue code. - -

19. “Rollover contribution” means the transfer of all or part of an account from one qualified
tuition program account to another qualified tuition program account.

Treas 1.03 Account owner eligibility. Any person legally able to contract under applicable
state law is eligible to establish an account for the benefit of a designated individual. There shall
be only one account owner per account.

Treas 1.04 Opening an account. (1) To open an account, an applicant shall submit a properly
completed and signed application, which incorporates the program description and participation
agreement, to the program manager. A contribution may be made as provided in Treas 1.09 or
by any alternate method established by the board or the program manager.

{2) An applicant must select an available investment option in which all contributions to the
account shall be invested. After an account has been opened, the investment option seiected may
only be changed as permitted under section 529 of the internal revenue code and any regulations
issued thereunder.




(3) The participation agreement shall be accompanied by a program description disclosing the
program characteristics, including the investment options, investment risks, program fees, and
other information as determined by the board and the program manager.

(4) Acceptance by the program manager of application materials, the initial contribution, or
selection of contribution method for processing shall not be deemed an agreement to open an
account.

(5) The program manager shall accept applications to open accounts and accept subsequent
contributions for a designated beneficiary in the order they are received, up to the maximum
contribution limit.

Treas 1.05 Refusal to open an account. The program manager or the board may refuse to
open an account for the following reasons:

(1) The applicant is not an eligible account owner.

(2) The applicant has not provided all of the information required in the application.
(3) The maximum contribution level for the designated beneficiary will be exceeded.
(4) The execution of a participation agreement violates any federal or state law.

{(5) The board determines that the number of accounts in the program should be limited.

Treas 1.06 Change of account ownership. An account owner may designate a successor who
shall become the new account owner automatically upon his or her death. This designation may
be made at any time by submitting a written designation of the successor to the program manager
containing the information required by the program manager and the board. Designation of a
successor shall be effective upon registration in the records of the program manager.

(1) If a change in the ownership of an account is required by a court order directing such change,
or by an affidavit or declaration that is recognized under applicable law as requiring transfer of
ownership upon death without a court order, such change shall be effective upon receipt by the
program manager unless otherwise required by law.

(2) Any other request to transfer ownership to a new account owner must be made by submitting
to the program manager a written designation of a new account owner containing the information
required by the program manager and the board. Transfer of ownership shall not be effective
until registered in the records of the program manager.

Treas 1.07 Designated beneficiary. Any individual regardless of age or relationship to the
account owner, including the account owner, may be a designated beneficiary under the program.



There shall be only one designated beneficiary pefaccount. Subject to the maximum
contribution level, any number of accounts may be opened for a single designated beneficiary.

Treas 1.08 Chan-ge of designated beneficiary. (1) Only an account owner may change the
designated beneficiary of an account. The designated beneficiary may only be changed to a
member of the family of that designated beneficiary.

(2) To change a designated beneﬁcia_ry, the account owner must submit a written request to the
program manager containing all the information required by the program manager and the board.

{3) Upon receipt of the written reqﬁest the program manager shall register the information
regarding the newly designated beneficiary in the records of the program. The change of the
demgnated beneﬁmary shall be effectwe upon regxstraﬁon

Treas 1. 09 Contributions. Any person may make a contribution to an account of a designated
beneﬁciary Contnbutzons shall be made only in cash. ' :

(1) MAXIMUM CONTRIBUTION LIMIT. Contributions to the accounts established for a
designated beneficiary shall not, in the aggregate, exceed that amount necessary to provide for
the qualified higher education expenses of the designated beneficiary. The board shall establish
from time to time the maximum amount that may be contributed in the aggregate to the accounts
of an mdavzdual demgnated beneficiary. Contributions in excess of that limit shall not be
accepted and shall be retmned to the conmbutor

(2} MEI\JIMUM CONTRIBU’I‘I{)N LIMIT The mmmum ameunt ccntnbuted at the time an
account is opened under Treas 1.04, and the minimum amount of any additional contribution to
be made to an account shall be established from time to time by the board.

(3) ROLLOVER CONTRIBUTIONS. If rollover distributions are allowed by another state’s
quahﬁ@d tuition program, an account owner may deposit all or part of the funds from an account
in that state’s qualified tuition program to a new account in the program as provided under
section 529 of the internal revenue code, and any regulations issued thereunder. When making a
rollover contribution, the account owner shall complete the forms and make such disclosures of
financial information as required by the program manager and the board. If the rollover
distribution deposited in the program account would cause the total account balance of all
accounts for that designated beneficiary to exceed the maximum contribution limit, the excess
funds shall be refused.

(4) INVESTMENT DIRECTION PROHIBITION. Except as permitted under section 529 of the
internal revenue code and any regulations issued thereunder, no person contributing to an
account may direct the investment or investment earnings of any contribution of an account.



Treas 1.10 Separate Accounting. Separate records and accounting shall be maintained for
each account established under the program. Reports shall be issued to each account owner at
least annually.

Treas 1.11 General Distributions. (1) CALCULATING EARNINGS ON MULTIPLE
ACCOUNTS. If an ndividual 1s a designated beneficiary of more than one account,
contributions and earnings with respect to those accounts shall be treated as directed under
section 529 of the internal revenue code for purposes of calculating the earnings portions of any
distribution with respect to that designated beneficiary.

(2) DISTRIBUTION REQUESTS. An account owner may request a distribution of funds by
submitting to the | program manager at least three business days prior to the date of the requested
distribution a cempleted distribution request form and all other information as may be required
by the program manager and the board. Upon receipt, the program manager shall commence
processing properly completed distribution request forms as soon as practicable. Distributions
shall be subject to any applicable state and federal tax withholdings.

(3) A designated beneficiary shall not authorize distribution or withdrawal of account funds.

(4) NONQUALIFIED DISTRIBUTION. A distribution of funds from an account for any use
other than qualified higher education expenses for the designated beneficiary constitutes a
nonqualified distribution and may be subject to the additional tax imposed by section529(c}(6) of
the mtemai revenue. code

'(5) QUALIFIED DISTRIBUTION A distnbutlen of funds to pay for the quahﬁed h1gher
education expenses of a designated beneficiary constitutes a qualified distribution. An account
owner may request a qualified distribution by submitting a properly completed distribution
request form, and all documentary evidence necessary to verify the claimed qualified higher
education expenses, as determined by the program manager and the board, to the program
manager.

Treas 1.12 Distributions due to Death, Disability or Scholarship of Beneficiary. (1) Prior to
a distribution from an account due to the death or disability of the designated beneficiary, or
because the beneficiary has received a scholarship to be applied toward attendance at an eligible
education institution, the program manager may require either of the following:

(a) Certification by the account owner that the distribution is due to the death or disability of the
designated beneficiary or because the designated beneficiary has received a scholarship. The
program manager may withhold and reserve as a penalty a portion of the distribution made as a
result of such distribution request until the program manager receives written confirmation from
an appropriate authority.




(b) Written confirmation from an appropriate authority that the designated beneficiary has died,
become disabled, or received a scholarship in the amount of the requested distribution.

(2) A penalty-free distribution due to the death or disability of a beneficiary may be for an
amount up to the total account balance for all accounts for that designated beneficiary. A
penalty-free distribution due to a scholarship awarded to a designated beneficiary may be for an
amount up to the total scholarship award.

Treas 1.13 Refund of qualified distribution payment. An eligible educational institution that
owes a full or partial refund of a qualified distribution due to an overpayment of educational
expenses shall pay the refund directly to the program manager for credit to the applicable
designated beneficiary’s account. A refund may not be paid directly to the designated
beneficiary or account owner.

Treas 1.14 Account termination. (1) The board shall determine the conditions under which an
account may be terminated, including but not limited to the following:

(a) the account balance is below an established minimum.
(b) The account is inactive for an established amount of time.

(c) Any portion of the account remains unused 10 years after the anticipated academic year of
the designated beneficiary’s initial enroliment in an eiigible educational institution.

_ (d) The account owner or the demgnated beneﬁc:ary prov:tdes false or zmsleadmg mformanen to
“the board, the program manager, or an eligible educational institution.

(2) Prior to termination, the program: manager shall give reasonable notice to the account owner
of the proposed termination. The notice shall provide a reasonable period of time, as determined
by the board, in which to prevent termination by either making an additional contribution or a
qualified distribution as necessary. Upon termination, the account balance shall be paid to the
account owner as a nonqualified distribution, subject to applicable federal or state taxes, and any
additional fees as determined by the board.

Treas 1.15 Fees. The board may charge account owners a fee for the administrative expenses
of the program. Fees shall be clearly identified in the program description that accompanies the
participation agreement.

Treas 1.16 Penalties. The board may impose penalties as necessary to maintain eligibility as a
qualified tuition program under section 529 of the internal revenue code.

Treas 1.17 Investment Policies. The board shall establish all investment guidelines for the
program.



Wisconsin College Savings Program Administrative Rule

1999 Session LRB Number
FISCAL ESTIMATE _
DOA-2048 N(ROGAS) ] ORIGINAL 71 UPDATED Bill Number
1 CORRECTED 1 SUPPLEMENTAL
Subject Amendment No. if Applicable

.

Administrative Rile Number

Fiscal Effect
State: [ No State Fiscal Effect
Check columns below only if bill makes a direct appropriation
or affects a sum sufficient appropriation.
[ increase Existing Appropriation
[ Decrease Existing Appropriation
{71 Create New Appropriation

[ Increase Existing Revenues
7 Decrease Existing Revenues

[ increase Costs - May be possible to Absorb
Within Agency's Budget ] Yes |1 No

[7] Decrease Costs

Local: I No local government costs

1. 1 increase Costs 3. [] increase Revenues

5, Types of Local Governmental Units Affected:

[ Permissive [} Mandatory "] Permissive  [] Mandatory [ Towns {71 vitlages [ Cities
2. [ Decrease Costs _ 4. [7] Decrease Revenues M Counties  [] Others

[} Permissive ] Mandatory {7} Permissive  [] Mandatory {] Schoot Districts [] WTCS Districts
Fund Sources Affected ' ‘Affected Chapter 20 Appropriations

1 6PR [3 FED [JPRO [IPRS SeG [ SEG-S 20.585{2){t) and {2){tm

Assumptions Used in Arriving at Fiscal Estimate

change the basis for participation.

The ruie establishes proceﬁlures for operation of the College Savings Program. The program has been
budgeted based on estimates of participation. The procedures permit the program to proceed and do not

Long-Range Fiscal Implications

None known at this time.

Prepared by: Telephone No. Agency
Marty Olle 264-7886 State
Treasurer's Office
Authgrized Signature: , Telephone No. Date
/ﬂ'/é C. W"' GOk 266-70F5 /-2-Ao02
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Office of the State Treasurer Ay (]3
Administrative Rules 14 ;j
WISCONSIN College Savings Program .

The Wisconsin Office of State Treasurer proposes an order to create Treas 1, relating to the
college savings program.

Statutory authority: s. 14.64 (2) (e), Stats., and section 15, 2001 Wisconsin Act 7.
Statutes interpreted: ss. 14.64, 16.255, and 25.17(2)(f), Stats.

1,5% 1

d&gw
Treas 1.01 Purpose and Analysis. Thi@esta lishes the procedures, standards and
eligibility requirements for investment in accounts under the Wisconsin college savings program,
into which a participant may invest funds to be used by individual beneficiaries to pay the cost of
attendance at an institution of higher education. The Wisconsin college savings program is
“established as a qualified tuition program pursuant to section 529 of the internal revenue code
[26 USC 529], and is administered by the ¢fﬁcc of /ﬁftate ﬁ‘easnrer.

Treas 1.02 Definitions. In this chapter:

1./ “Account” means a formal record of transactions maintained for 2 particular designated
 beneficiary to meet qualified higher education expenses under the program. .~ -

’ ;. 2.] “Account ow'n.ex’ * means the person who is entitled to seleci or change the desighatéd "eﬁé{ ( ) SCQX)
* beneficiary of an account, or designate any person other than the designated beneficiary to
whom funds may be paid from the account.

L 3.) “Board” means the Wisconsin college savings program board.
7

4. “Cash” includes checks, money orders, wire transfers, or electronic funds transfers through
payroll deduction, automatic contribution plans or similar methods, but does not include
currency.

5. “Contribution” means any payment directly allocated to an account for the benefit of a
designated beneficiary or that is used to pay late fees or administrative fees associated with
the account.

6. “Department” means the Wisconsin department of administration.

7. “Designated beneficiary” has the meaning found in section 529(e)(1) of the internal revenue
code.

7

~ 8. “Eligible Educational stitution” has the meaning found in section 529(e)(5) of the internal
revenue éode.




9. “Maximum contribution limit” is the sum total market value amount est@hshcd by the boar\dX( :N
that may be accumulated in the accounts of a designated beneficiary to meet qualified haghcr ro [e
education expenses.

10. “Member of the family” has the meaning found in sectlon 529(e)(2) of the internal revenue
code. o T f’, T S PR
11. “Non-qualified distribution” means any distribﬁﬁop that is not a qualified distribution.

12. “Participation agreement™ means the contract between an account owner and the board
setting forth the terms and conditions under which the account owner participates in the
program_

. . . w..7

13. “Person™includes an individual, a trust, or a body corporate or politic. -~

14. ‘”P_rogx_'a.m”_ means the quali_ﬁed tuition program established under s.14.64, Stats.

15. “Program managér” means the entity under contract with the department to serve as the
program administrator, marketing agent and investment manager of the program.

16. “Qualified distribution” means any distribution of funds, as defined in section 529 of the
internal revenue code, for qualified higher education expenses from an account pursuant to %/E e
distribution notice from the account owner.
e TN

17. “Qualified higher education expenses” has the meaning found in section 529{e)(3) of the
mtemal revenue code

18. “Quakﬁed tu:tlon program *means a savings program to heip dcﬁ‘ay the cost of college
expenses under section 529 of the internal revenue code.

19. “Rollover contribution” means the transfer of all or part of an account from one qualified
tuition program account to another qualified tuition program account.

Treas 1.03 Account owner eligibility. Any person legally able to contract under applicable
state law is eligible to establish an account for the benefit of a designated individual. There shall
be only one account owner per account. "
(5L # -ﬁ g‘fmét e {{& ? """ fé, AR & xj‘i; \"jj

Treas 1.04 Openm an account. (1) To open an account, an applicant shall submit a properly
completed and signed application, which incorporates the program description and participati S.
agreement, to the program manager. A coprfi’butmn may be made as provided mm—i‘n—)
by any alternate method e abhshed by the-board | or the program manager. , -

33 Wt AL LA ,«MWZ/
(2) An apphcant&lect an available investment option in which all contributions to the
account shall be invested. After an account has been opened, the investment option selected may
only be changed as permitted under section 529 of the internal revenue code and any regulations

issued thereunder.
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(3) The participation agreement SQ?;? be accompanied by a program description disclosing the
program characteristics, including the investment options, investment risks, program fees, and
other W%ﬁnin@d by the board and the program manager.

wer/ ‘E/
{4) Acceptance by the program manager of appiication materials, the initial contribution, or
selection of contribution method for processing shall not be decmed an agreement to open an
account. S . g
ol A T

(5) The program manager shall accept applications to open accounts and accept subsequent
contributions for a designated beneficiary in the order they are received,’ up to the maximum

contribution limit. e N
. & -
Treas 1.05 REft_tsai to open an account. The program manager or the board may refuse to
open an account fothe following reasons:
ey X

(1) The applicant is not an eligible account owner.

(2) The apphcant has not prowded all of the information required in the application.

I

(4) The execution of a particzpatmn agreement violates any federal or state law.

(5) The board deicnnmes that the rmmber of accounis in the program. shouid be limited. -
At Ak, 27 Ut o oot (5

Treas 1.06 Change of account ownership( l.n account pwner may designate a successor who
shall become the new account owner automatically upon his-orher death. This designation may
be made at any time by submmmg awritten dcs;gnatzon of the successor to the program manager
: n manager and the board. Demgnatzon of a

successor shall be effective upon reglstratlon in the records of the program manag/r At Lt - o =
o j’r’" e j’o?{ ﬁ(ﬂ M"Jc;{' H
If a change in the ownership of an account is required by a court order directing such change, 4 / e 5"’)

or by an affidavit or declaration that is recognized under applicable law as requiring transferof ©* 7

ownership upon death without a court order, such change shall be effective upon receipt by the
program manager unless. othcrwmggequired by law.
7 what Sl & LE Dt
Any other request to transfer ownezrsth to a new account owner @be made by submitting
to the program manager a written deszgnatmn of'a new account owner containing the information
required by the pr er and the board. Transfer of cwnershlp shall not be effective
Mh& program manager. a; iy IS i . hets / ts?

\"

Treas 1.07 Designated beneficiary. Any individual regardless of age or relationship to the
account owner, including the account owner, may be a designated beneficiary under the program.



There shall be only one designated beneficiary per account. Subject to the maximum
contribution level, any number of accounts may be opened for a single designated beneficiary.

Treas 1.08 Change of designated beneficiary. (1) Only an account owner may change the
designated beneficiary of an account. The designated beneficiary may only be changed to a
member of the family of that designated beneficiary.

(2) To change a designated beneficiary, the account owner submit 2 written request to the

program manager containing all the mfmmatwn required by the program manager and the board. . _
wf‘w b —Mﬂ—“”“‘“f va T e ¢ {f“’”’ g

(3) Upon receipt of the written request, the p{ogram manager shali register the mformanon J

regarding the newly designated beneficiary in the records of the program. The change of the

designated beneficiary shall be effective upon registration.

(" -

Treas 1.09 Contributions., Any person may make a contribution to an account of a desxgnated L

beneficiary. Contributions shall be made only in cash. W, y if‘;*‘“f'j -

_{(}y MAXIMUM CONTRIBUTION LIMIT. Contributions to the accounts established fora 1. o0
By designated beneficiary shall not, in the aggregate, exceed that amount necessary to provide for ! o,

__ (‘the qualified higher education expenses of the designated beneficiary. The board shall establish ¥/ J;./”/

A from time to time the maximum amount that may be contributed in the aggregate to the accounts e £, -~
i \\ of an individual designated beneficiary. \Contributions i in excess of that hmzt shall not be AR
i et

accepied and shail be retumed to the contributor LT P e e ShaLE revy ‘g"lf
g . . ' - . v . }A 7/\;@(’ {7
"*“'\‘ ,(,2'f MINM}M CO UTION LM’I‘ The minimum amount contnbuted at the time an f vt « b}
\z account is opened under'Treas 1.04, and the minimum amount of any additional contnbuncn to, ¢ &'\\ ’
(v be made to an account shall be established- ﬁeﬁi;}lmuo—m?e by the board/ Gipgt s , /) AN

0.8 & el

\N“ K oy qualified tuition program, an account owner may deposit all or part of the funds from an account ’ L
in that state’s qualified tuition program to D n the program as provided under
, section 529 of the internal revenue code, and any regulations issued thereunder. When making a
G/ {Q\ g(.}g(f‘. rollover contribution, the account owner shall complete the forms and make such disclosures of
: P financial informatian as required by the program manager and the board. If the rollover
distribution deposited in the program account would cause the total account balance of all
accounts for that designated beneficiary to exceed the maximum contribution limit, 7the €XCess
funds shall be refused. i fretnns

e

(#Y INVESTMENT DIRECTION PROHIBITION. Except as permitted under section 529 of the b
internal revenue code and any regulations issued thereunder, no person contributing to an
account may direct the investment or investment earnings of any confribution of an account.




A}

Treas 1.10 Separate Accounting. Separate records and accounting shall be maintained for
each account established under the program. Reports shall be issued to each account owner at

least annually. AT e e £t e
‘;f Vo

A &

oty

Treas 1.11 General Distributions. (1) CALCULATING EARNINGS ON MULTIPLE
ACCOUNTS. If an individual is a designated beneficiary of more than one account,
contributions and earnings with respect to those accounts shall be treated as directed under
section 529 of the internal revenue code for purposes of calculating the earnings portions of any
distribution with respect to that designated beneﬁcaary R AR I I VR 9
o il e, (3

(2) DISTRIBUTION REQUESTS. An account owner may request a distribution of funds by
submitting to the program manager at least three business days prior to the date of the requestcd
distribution a compieted@l_s_t_gbmmnmmtf,_wd all other as1n
by the program manager and the board. Upon receipt, the program manager shall commence Q/“MS
processing properly completed distribution request forms as soon as practlcable Distributions {—1
shall be subject to any appixcabie state and federal tax withholdings. -

OVTT B o wae L ut 1’2 4

A(3) A designated beneﬁclary ghall not puthorize dlséﬁ)utmn or wﬁhd‘:"ﬁwal of account funds.

(4) NONQUALIFIED DISTRIBUTION. A distribution of funds from an account for any use
other than qualified higher education expenses for the designated beneficiary constitutes a
nonqualified distribution and may be sub_]ect to the addxtlonal tax imposed by sectiond29(c){(6) of L
the internal revenue code S z S # ;/;’2;\
: : ~

fxﬁf{r’h,{) ‘” m'L i\ )
(S) QUALIFIED DISTRIBUTIONLA distribution of funds to pay for the qu 1ﬁed higher b
j

educauon expenses of a designated beneficiary constitutes a qualified dzs;tnbutp:n—{Z An account

g owner may request 2 qualified distribution by submitting a properly. cempleteci dlstnhuuonm
L request form, and all documentary evidence necessary y to verify the claimed qualified higher
- education expenses, as defermined by EH'Mrogram manager and the board, to the program-————"~

manager T

P

& %f

a distribution from an account due to the death or disability of the designated beneficiary, or
because tHe beneficiary has received a schoiarship to be applied toward attendance at an eligible
education institution, the program manager may reqmr Jﬂ@" f the following:

LT 24
{awme -account owner that the dzsinbunon is due to the death or disability of the
design fieficiary or because the designated beneficiary has received a scholarship. The
program manager may withhold and reserve as a penalty a portion of the distribution made as a
result of such distribution request until the program manager receives written conﬁrmat:ol} from

A e
an appropnate authority. 7 ‘ e
e M ffa £of (-é., Gf

S

y W) Treas I.:gbistnbutmns due to Death, Disability or Schoiarshxp of Beneficiary. (1) Priorto

&
G‘lﬁﬁ.\ﬁ.f (REYTS 5,& YOV ieat, -
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(b) Written confirmation from an appropriate authority that the designated beneficiary has died,
become disabled, or received a scholarship in the amount of the requested distribution.

FRs s
(2) A penalty-free distribution due to the death or disability of a beneficiary may be for an i?, Ly
amount up to the total account balance for all accounts for that designated beneficiary. A =
penalty-free distribution due to a scholarship awarded to a designated beneficiary may be for an |
amount up to the total scholarship award. . A 52w
- ,

ol /:,/ (2t ff Iy f/ e
5// fJ 74 Fw et

Treas 1.13 Refund of qualified distribution payment. An eligible educational institution that
owes a ful_l or partial refund of a qualified distribution due to an overpayment of educational
expenses shall pay the refund directly to the program manager for credit to the applicable
designated beneficiary’s account. A refund may not be paid dxrectly to the designated
beneficiary or account owner.

Treas 1.14 Account termination. (1) The board shall determine the conditions under which an
_account may be terminated, including but not limited to the following:

(2) 4 the account baiance is bciow an established minimum. jet w uL?(

'cf.‘;' JRERA \ 5 A
(b) The account is 1nactwe for an established amount of time. n

(c) Any portion of the account remains unused 10 years after the anticipated academic year of
the desxgnatcd bcneﬁczary 5 m;txal em*ollment inan ehgibie educatwnai mstltution.
v .-* / S
(d) The account owner or the desxgnated beneﬁcmry prov;des f’a}se or misleading information to
the board, the program manager, or an eligible educational institution.

(2) Prior to termination, the program manager shall give reasonable notice to the account owner
of the prapesed termination. The notice shall provide a reasonable period of time, as determined

by the board, in which to prevent termination by either making an additional contribufion or a
“.qualified distribution as necessary. Upon termination, the account balance shall be paid to the

account owner as a nonqualified distribution, subject to applicable federal or state taxes, and any
additional fees as determined by the board.

Treas 1.15 Fees, The board may charge account owners a fee for the administrative expenses
of the program. Fees shall be clearly identified in the program description that accompanies the
participation agreement.

Treas 1.16 Penalties. The board may impose penalties as necessary to maintain eligibility as a ?" (U\ﬁ&
qualified tuition program under section 529 of the internal revenue code.

Treas 1.17 Investment Policies. The board shall establish all investment guidelines for the
program.
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Phone (608) 264-7899
COLLEGE SAVINGS PROGRAM : Toll-free {888) 338-3789
. & Fax: {608} 266-2647

Mailing address: _ 3
P.O. Box 7871 Jack C" Vﬂlght E-mail: edvest{@ost.state.wi.us
Madison, WI 53707-7871 State Treasurer of Wisconsin Internet: www.EdVest.com

June 18, 2002

Honorable Fred Risser, President
Wisconsin State Senate

220 South, State Capitol
Madison, WI 53702

Honorable Scott Jensen, Speaker
Wisconsin State Assembly

211 West, State Capitol
Madison, WI 53702

RE: Rules Clearinghouse No. 02-009

Dear Senator Risser and Representative Jensen:

Enclosed, in final form, is Chapter Treasl, Wis. Adm. Code, relating to the College Savings
Program {popularly known as “EDVEST"].

A.copy of the Legislative Council Rules Clearinghouse report is enclosed. All of the
- “comments of the Ciearmgheuse have been addressed or incorporated into.the rule. A
public hearing was held on the proposed rule in Madison on March 5, 2002,

We respectfully request submittal of the rule to the appropriate standing committees for
review.

Sincerely,

Marty Olle
EDVEST Program Manager

Cc: Revisor of Statutes
Joint Committee on Review of Administrative Rules

EDVEST
=



PROPOSED ORDER

The Wisconsin Office of State Treasurer proposes an order to create Treas 1 of the Wisconsin
Administrative Code, relating to the college savings program.

Analysis prepared by the Office of the State Treasurer.
Statutory authority: s. 14.64 (2) (e), Stats., and section 15, 2001 Wisconsin Act 7.
Statutes interpreted: ss. 14.64, 16.255, and 25.17(2)(f), Stats.

The Wisconsin College Savings Program Board (“Board™) establishes a rule for the operation of
the College Savings Program. The purpose of the Wisconsin College Savings Program is to
allow individuals to invest funds in investment accounts for eventual use by individual
beneficiaries to pay the cost of attendmg an institution of higher education. Because the state
does not have the necessary expertise to develop and administer a complex investment program
of this nature, the Legislature required a partnership with the private-sector (utilizing a
competitive procurement process) to develop and maintain the program. The program manager
(the private-sector partner) has to have the necessary human and financial resources and the
expertise to be able to offer diverse investment vehicles as well as diverse means for participants
(i.e. investors) to contribute to their investment accounts. This rule is designed to grant
maximum flexibility to the program managers to accomplish these goals.

Therefore, Treas 1 provides a broad, core structure under which the program manager must
operate when offering its services to program participants. This ensures that the program

- manager operates within the strictures of federal and state laws and regulations, in order to

' ‘maintain the eligibility.. of the Wisconsin’ Coilege: Savings Program as a “qualified tuition
program” under Internal Revenue Code. On the other hand, it provides for the flexibility needed
to offer diverse investment opportunities to account for peoples’ investment patterns—from
conservative to higher risk,

The detail often included in administrative rules is instead found in the State’s contract with the
program manager and the Program Description and Participation Agreement. The contract is
actually a series of four contracts covering administrative services, professional services,
investment management, and distribution of funds. It details the basic relationship between the
program manager and the state. On the other hand, the relationship between the program
manager and the individual program participant (e.g. investor) is set forth in the Program
Description and Participation Agreement. This document is essentially a contract between the
participant and the program manager, and it also acts as the program application form. Treas. 1
provides the basic framework under which both the contract and the Program Description and
Participation Agreement are to be developed and administered.

Sections Treas 1.03, 1.04 and 1.05 describe who may open an account and how to go about it.
Treas 1.06 discusses designating a successor owner and describes how to change ownership of
an account, while sections Treas 1.07 and 1.08 define the account beneficiary and how to change
the beneficiary on an account.



Treas 1.09 details how to make contributions to an account, including minimum and maximum
contribution limits, and how to “rollover” an account balance to another section 529 program.
IRS requirements relating to investment direction are also included. Treas 1.10 requires separate
records and accounting for each individual account.

Treas 1.11 describe account distributions to beneficiaries. Treas 1.12 addresses when refunds of
distribution payments are required, while Treas 1.13 sets forth some conditions under which the

Board may terminate an account, such as the death or disability of the beneficiary or receipt of a
scholarship. Sections Treas 1.14 and 1.15 allow the Board to assess fees and penalties.

Final Regulatory Flexibility Analysis:

Pursuant to. sectlon 227 114, Stats ‘this rule is not expected to negatively impact small
businesses.

TEXT OF RULE:

SECTION 1: Treas 1 iscreated to read as follows:

TFreas 1.01 Purpose and Analysis. This chapter establishes the procedures, standards and
eligibility requirements for investment in accounts under the Wisconsin coiiege savings program,
into which a participant may . invest funds to be used by individual beneficiaries to pay the costof
_'.attendance at an institution of higher ﬁéucatmn ‘The Wzscensm ceiiege savings program is. R
“established as a qualified tuition program pursuant to section 529 of theinternal revenue code -
[26 USC 529], and is administered by the Office of State Treasurer.

Note: The applzcatwn form referenced in s. Treas 1.04(1) and the distribution request form
referenced in's. Treas 1.11{2) are available on the Wisconsin College Savings Program website
at: wwwedvest com or by writing to: EDVEST, P.O. Box 7871, Madison, WI 53707-7871.

Treas 1.02 Definitions. In this chapter:

(1) “Account” means a formal record of transactions maintained for a particular designated
beneficiary to meet qualified higher education expenses under the program.

(2) “Account owner” has the meaning set forth in 5.14.64 (1)(a), Stats.

(3) “Board” means the Wisconsin coilege savings program board.



{(4) “Cash” includes checks, money orders, wire transfers, or electronic funds transfers through
payroll deduction, automatic contribution plans or similar methods, but does not include
currency.

(5) “Contribution” means any payment directly allocated to an account for the benefit of a
designated beneficiary or that is used to pay administrative or other fees associated with the
account.

(6} “Department” means the Wisconsin department of administration.

(7) *Designated beneficiary” has the meaning found in section 529(ej)(1) of the internal revenue
code.

(8) “Eligible educa.tlonal institution” has the meaning found in section 529(e)(5) of the internal
revenue code '

{9) “Maxzmum contnbutmn limit” is the sum tatai market vaiue amount established by the board
that may be accumulated in the accounts of a designated beneficiary to meet qualified higher
educatmn expenses :

(10) “Member of the family™ has the meaning found in section 529(e)(2) of the intemnal revenue
code.

{11) “Non-qualified distribution” means any distribution of funds from an account that is not a
-qualified distribution.

.( 12) “Person mcludes an mdmdual 2 tmst ora body corporate or pohtac

_.(13) “Program ::;._'means 1 e'fquahﬁed m n’program estahhshed under 5. 14 64 Stats
(14) “Program description and participation agreement” means the contract between an account
owner and the board setting forth the terms and conditions under which the account owner

pamcipatcs in the; pmgram

(15) "fProg:am_managei“’ means the entity under contract with the department to serve as the
program administrator, marketing agent and investment manager of the program.

(16) “Qualified distribution” means any distribution of funds, as defined in section 529 of the
internal revenue code, for qualified higher education expenses from an account pursuant to a
distribution request from the account owner.

(17) “Qualified higher education expenses™ has the meaning found in section 529(e)(3) of the
internal revenue code.

(18) “Qualified tuition program™ means a savings program to help defray the cost of college
expenses under section 529 of the internal revenue code.



(19) “Rollover contribution” means the transfer of all or part of an account from one qualified
tuition program account to another qualified tuition program account.

Treas 1.03 Account owner eligibility. Any person legally able to contract under applicable
state law is eligible to establish an account for the benefit of a designated individual. There shall
be only one account owner per account.

Treas 1.04 Opening an account. (1) To open an account, an applicant shall submit a properly
completed and signed application, which incorporates the program description and participation
agreement, to the program manager. A contribution may be made as provided in s. Treas 1.09 or
by any alternate method established by the board or the program manager.

(2) An apphcant shall- select an avaﬂabie investment opnon in which all conmbutions to the
account shall be anvested After an account has been opened, the investment option selected may
only be changed as permitted under section 529 of the internal revenue code and: any regulations
issued thereunder.

(3) The participation agreement shall be accompanied by a program description supplied by the
program manager disclosing the program characteristics, including the investment options,
investment risks, program fees, and other information as determined by the board and the
program manager. '

-(4) Acceptance by the program manager of application materials, the initial contribution, or
- _seicctmn of cantrsbutmn method for processmg shali not: be decmed an agreement to open an

L .account

(5) The program manager shall accept applications fo open accounts and accept subsequent
contributions for a designated beneficiary in the ordcr they are received, up to the maximum
contribution limit.

(6) Upon determining that an application has met all the requirements for opening an account,
the program manager shall notify the applicant in writing that an account has been established.
Treas 1.05 Refusal to open an account. The program manager or the board may refuse to
open an account for any of the following reasons:

(1) The applicant is not an eligible account owner.

(2) The apphicant has not provided all of the information required in the application.

(3) The maximum contribution level for the proposed designated beneficiary has already been
met.



(4) The execution of a participation agreement violates any federal or state law.

(5) The board determines that the number of accounts in the program should be limited.

Treas 1.06 Change of account ownership. (1) An account owner may designate a successor
who shall become the new account owner automatically upon the death of the account owner.
This designation may be made at any time by submitting a written designation of the successor to
the program manager comammg the information set forth in the account change request form.,
Desxgnatwn of a successor shall be effective upon registration in the records of the program
manager.

(2) If a change in the ownership of an account is required by a court order dzrectmg such change,
or by an affidavit or declaration that is recognized under applicable law as requiring transfer of
ownershlp upon death wzthout acourt order, such change shall be effective upon receipt by the
program manager of such mfermatmn unless otherwzse reqmred by law

(3) Any Othﬁl‘ request to transfer ewnershlp to 2 new account. owner shali be made by submitting
to the program manager a written designation of a new account owner containing the information
set forth in the program description and participation agreement. Transfer of ownership shall not
be effective until registered in the records of the program manager.

Treas 1.07 Designated beneficiary. ‘Any individual regardless of age or relationship to the
account owner, including the account owner, may be a designated beneficiary under the program.
There shall be only one designated beneficiary per account. Subject to the maximum

S 3_3_'cenmbutwn levei any number af accnunts may be opened for a smgie de&gnatcé beneﬁczary

Treas 1.08 Change of designated beneficiary. (1) Only an account owner may change the
designated beneficiary of an account. The designated beneficiary may only be changed to a
member of the famﬁy of that desxgnated beneﬁmary

(2) To change a_dcsignated beneﬁmary, the acccunt owner shall submit a written request to the
program manager containing all the information set forth in the program description and
participation agreement.

(3) Upon receipt of the written request, the program manager shall register the information
regarding the newly designated beneficiary in the records of the program. The change of the
designated beneficiary shall be effective upon registration.

Treas 1.09 Contributions. (1) CASH CONTRIBUTIONS. Any person may make a
contribution to an account of a designated beneficiary. Contributions shall be made only in cash.



(2) MAXIMUM CONTRIBUTION LIMIT. Contributions to the accounts established for a
designated beneficiary shall not, in the aggregate, exceed that amount necessary to provide for
the qualified higher education expenses of the designated beneficiary. The board shall establish
from time to time the maximum amount that may be contributed in the aggregate to the accounts
of an individual designated beneficiary. Contributions in excess of that limit shall not be
accepted and shall be returned to the contributor.

(3) MINIMUM CONTRIBUTION LIMIT. The minimum amount contributed at the time an
account is'opened under s. Treas 1.04, and the minimum amount of any additional contribution
to be made to an account shall be established from time to time by the board and set forth in the
program description and participation agreement.

(4) ROLLOVER CONTRIBUTIONS. If rollover distributions are allowed by another state’s
quahficd tuition program, an account owner may deposit all or part of the funds from an account
in that'state’s quahﬁed tuition program to a new account in the program as provided under
section 529 of the internal revenue code, and any. regulatzons issued thereunder. When making a
rollover contribution, the account owner shall complete the forms and make such disclosures of
financial mf(armatzon as set forth in the program description and participation agreement. If the
rollover distribution deposited in the program account would cause the fotal account balance of
all accounts for that designated beneficiary to exceed the maximum contribution limit, the
program manager shall refuse the excess funds.

(5) INVESTMENT DIRECTION PROHIBITION. Except as permitted under section 529 of the
internal revenue code and any regulations issued thereunder, no person contributing to an
account may direct the investment or investment earnings of any contribution of an account.

Treas 1.10° Sei&éihté Accountmg -'Sép'aféie’iééords and aﬁcbuntiﬁ'g shall be maintained for
each account established under the program. The program manager shall issue reports to each
account owner at least annually.

Treas 1.11 General Distributions. (1) CALCULATING EARNINGS ON MULTIPLE
ACCOUNTS. Ifan individual is the designated beneficiary of more than one account, all
contributions and earnings with respect to those accounts shall be treated in a manner consistent
with the requirements of section 529 of the intemal revenue service for purposes of calculating
the earnings portions of any distribution with respect to that designated beneficiary.

(2) DISTRIBUTION REQUESTS. An account owner may request a distribution of funds by
submitting to the program manager at least three business days prior to the date of the requested
distribution a completed distribution request form. Upon receipt, the program manager shall
commence processing properly completed distribution request forms as soon as practicable.

(3) DISTRIBUTION LIMITATION. A designated beneficiary may not authorize distribution or
withdrawal of account funds.



(4) NONQUALIFIED DISTRIBUTION. A distribution of funds from an account for any use
other than qualified higher education expenses for the designated beneficiary constitutes a
nonqualified distribution and may be subject to the additional tax imposed by section529(c)(6) of
the internal revenue code.

Treas 1.12 Refund of qualified distribution payment. An eligible educational institution that
owes a full or partial refund of a qualified distribution due to an overpayment of educational
expenses or for any other reason shall pay the refund directly to the program manager for credit
to the applicable designated beneficiary’s account. A refund may not be paid directly to the
designatéd-'béneﬁciary Or account OwWner.

‘Treas 1.13 Account termination. (1) The board shall determine the conditions under which an
acceunt may be tenmnated mcludmg but not hmxted to the following:

(a) ’I‘he account balance 1s below an estabhshed minimum.
(b) The account has been mactwe for an estabhshed“amount of time.

{c} Any portion of the account remains unused 10 years afier the anticipated academic year of
the designated beneficiary’s initial enrollment in an eligible educational institution.

(d) The account owner or the designated beneficiary provides false or misleading information to
the board, the program manager or an eligible educational institution.

'- 3'-_(2) Prmr to: termmatlen}, the pmgram managar shali gwe reasonable notice to the accoz.mt owner

“of the proposed termination.” The notice shall provide a reasonable period of time, as determined
by the board, in which to prevent termination by either making an additional contribution or a
qualified distribution as necessary. Upon termination, the account balance shall be paid to the
account owner as a nonquahﬁed distﬂbutaon subject to apphcablc federal or state taxes, and any
additional fees as determined by the board

Treas 1.14 Fees. The board may charge account owners a fee for the administrative expenses
of the program. Fees shall be clearly identified in the program description that accompanies the
participation agreement.

Treas 1.15 Penalties. The board may impose penalties as necessary to maintain eligibility as a
qualified tuition program under section 529 of the internal revenue code.

Treas 1.16 Investment Policies. The board shall establish all investment guidelines for the
program.



This rule shall take effect on the first day of the month commencing after the date of publication
in the Wisconsin Administrative Register as provided in s 227.22(2), Stats.




Summary of rule revisions based on comments from the Legislative Rules Clearinghouse,
hearing testimony and written comments received by the Wisconsin College Savings
Program Board (“*Boeard™):

CLEARINGHOUSE RULE 01-009
CHAPTER Treas |
BOARD RESPONSE TO RULES CLEARINGHOUSE RECOMMENDATIONS

.  STATUTORY AUTHORITY

Rules Clearinghouse comments | a. and b. have been addressed as suggested. The original
Treas. 1.12 was deleted because it was no longer necessary due to recent changes in the tax code.
The definition of the term “account owner” was changed to coincide with the definition found in
section 14.64 (1)(a), Stats.

The other concern mentioned was that the rule appeared to avoid the rule-making process in
numerous areas. Essentially, the Rules Clearinghouse noted that various standards and policies
were to be established at some later point by the Wisconsin College Savings Program Board.
This applied to such information as that required for changing account ownership or a
beneficiary, the maximum contribution limits, disclosure of financial information, account
termination, and fees and penalties. However, as discussed briefly in the analysis above, the
State does not have the necessary human, administrative and financial resources and expertise to
Tun such a complex investment account program Accordingly, the State in effect privatized the

S  program by partnering » w;th the pmvate sector: Because of the: hkehhood of changes promuigated e

“inthe federal laws and regulations involving “500” college tuition programs, dnd the inherent
fluidity in the investment markets and investment options offered, coupled with the risks
involved and need to maximize the ultimate distributions, the rules required flexibility. This was
accomplished by creating a broad framework structuring the operational necessities required of
the program manager, settmg forth a framework for the relationship between that entity and the
State.

The minutia of detail is in fact contained in the series of four contracts between the State and the
program manager. The cover administrative services, professional services, investment
management, and distribution of funds in great detail. Similarly, the Program Description and
Participation Agreement in a straight-forward, detailed manner covers such items as the methods
for opening an account and making contributions, the pertinent laws, rules and regulations
involved, the investment options available, the Board’s underlying investment policies, the
various reporting requirements, the mechanics of designating and changing beneficiaries, the
procedures and requirements regarding withdrawal and distribution of funds, the risk involved,
and the program expenses and fees.

2. FORM, STYLE AND PLACEMENT IN ADMINISTRATIVE CODE




All of the Rules Clearinghouse suggestions were addressed and implemented.

4.  ADEQUACY OF REFERENCES TO RELATED STATUTES, RULES AND FORMS.

All of the Rules Clearinghouse suggestions were addressed and implemented.

5. CLARITY, GRAMMAR, PUNCTUATION AND USE OF PLAIN LANGUAGE

All of the Rules Clearinghouse suggestions were addressed and implemented with the following
exceptions.

BOARD’S RESPONSE TO ISSUES RAISED AT PUBLIC HEARING

No persons appeared at the hearing
BOARID’S RESPONSE TC WRITTEN COMMENTS

The Board received no wriiten comments.



